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SUBJECT: BILATERAL TAX TREATY 

1. FRANCISCO DORNELLES FROM THE FINANCE MINISTRY 
CALLED IN FINATT AFTERNOON OF SEPTEMBER 4 TO DISCUSS 
POSSIBLE TIMETABLE FOR BEGINNING NEGOTIATIONS ON A 
BILATERAL US/BRAZIL DOUBLE TAXATION TREATY. HE HANDED 
FINATT A LETTER ADDRESSED TO MR. GORDON. WHICH HAS 

AN ATTACHMENT OUTLINING THE FINANCE MINISTRY'S 
PRELIMINARY REACTION TO DRAFT TAX TREATY PROPOSED BY 
TREASURY. LETTER POUCHED TODAY (SEPT5). 

2. DORNELLES PROPOSES IN HIS LETTER THAT, BEFORE 
NEGOTIATIONS ARE OFFICIALLY BEGUN, HE WOULD LIKE TO 
HAVE AN INFORMAL EXCHANGE OF VIEWS WITH TREASURY 
OFFICIALS TO EXLORE WHETHER THERE IS A SUFFICIENT 
BASIS FOR A BILATERAL AGREEMENT. DORNELLES SAID 
THAT THE OBJECTIVE OF THIS PRELIMINARY EXERCISE 
WOULD BE TO AVOID THE EVENTUALITY OF EITHER HAVING 
TO CALL OFF OEFICIAL NEGOTIATIONS OR CARRY THEM 

ON ENDLESSLY FOR LACK OF COMMON GROUNDS FOR AN 
AGREEMENT. DORNELLES EMPHASIZED THAT HE WISHED TO 
AVOID, IF AT ALL POSSIBLE, A REPITITION OF THE 
EXPERIENCE OF THE TREATY NEGOTIATIONS WITH GERMANY, 
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THERE CAN BE A MARRIAGE THERE IS NO USE 
STARTING A COURTSHIP." 

3. DORNELLES SUGGESTS IN HIS LETTER THAT A TEAM 
FROM TREASURY, POSSIBLY HEADED BY MR. GORDON, VISIT 
BRASILIA THE WEEK OF OCTOBER 26. IF THESE DISCUSSIONS 
REVEAL THAT THERE IS A COMMON BASIS FOR A TREATY, THEN 
THE BRAZILIAN MINISTRY OF FOREIGN RELATIONS WOULD BE 
ASKED TO SET A DATE FOR THE BEGINNING OF OFFICIAL 
NEGOTIATIONS. 

4. FYI: FINATT IS CURRENTLY SCHEDULED TO BE IN 
WASHINGTON DURING EARLY PART OF WEEK OF OCTOBER 26. FOR 
A TREASURY ATTACHES' CONFERENCE. SINCE HE WOULD WISH 
TO, AND SHOULD, PARTICIPATE IN THESE DISCUSSIONS WITH 

THE BRAZILIANS, IF TREASURY AGREES TO SEND A GROUP 
TO BRASILIA, IT IS RECOMMENDED THAT WE PROPOSE 
TO DORNELLES AN ALTENATIVE DATE IN EARLY NOVEMBER. 
CRIMMINS 
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